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1 . PREPARATIONS FOR US- ASEAN MINISTERIAL (CONFIDENTIAL) 

CONCERNING THE THREE POINTS RAISED BY THE ASEAN AMBASSA- 
DORS YESTERDAY, THE FOLLOWING ACTIONS HAVE BEEN TAKEN: 

1) A TARNOFF-BRZEZINSKI MEMORANDUM HAS BEEN DRAFTED 
PROPOSING THAT PRESIDENT CARTER S RECEPTION BE SCHEDULED 
FOR ONE AND A HALF HOURS WITH ARRANGEMENTS FOR THE 
PRESIDENT TO MEET PRIVATELY WITH ASEAN MINISTERS FOR THE 
FIRST 45 MINUTES; 2) A MEMORANDUM TO THE SECRETARY HAS BEEN 
PREPARED PROPOSING THAT HE CHAIR THE ENTIRE FIRST DAY 
(CO-CHAIRING WITH SECRETARY KREPS IN THE AFTERNOON) AND 
THE SECOND AFTERNOON, OR ALTERNATIVELY THAT A REQUEST BE 
MADE IN HIS NAME ASKING SECRETARY BLUMENTHAL TO CHAIR THE 
SECRET 
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ENTIRE SECOND DAY; AND 3) AL HEGBURG HAS SENT TO YOU A 
MEMORANDUM WITH IDEAS ON HOW TO HANDLE THE PROPOSAL THAT 
THE CONGRESSIONAL FUNCTIONS BE HOSTED BY THE COMMITTEE 
CHAIRMEN RATHER THAN THE SUBCOMMITTEE CHAIRMEN. 
SECRETARY KREPS, MEANWHILE, HAS CONFIRMED HER WILLINGNESS 
TO CO-CHAIR THE FIRST AFTERNOON AND TO CO-HOST THE 
AUGUST 2 RECEPTION WITH THE AMERICAN CHAMBER. 

TONY GEBER LEAVES FOR MANILA ON FRIDAY AND TONY ALBRECHT 
WILL TAKE OVER AS ACTING COORDINATOR FOR THE PREPARATIONS. 
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DRAFTS ON MOST OF THE ISSUES AND BACKGROUND PAPERS ARE 
DUE IN EP BY THE END OF THIS WEEK. 

IN FURTHER COMMENTS ON ASEAN EXPECTATIONS, GOI TRADE 
MINISTER RADIUS PRAWIRO REITERATED THE ECONOMIC MINISTERS' 
DESIRE FOR AN EMPHASIS ON TRADE AND COMMODITY ISSUES. 

HE WAS CLEARLY PLEASED BY THE DRAFT AGENDA AND THE HIGH- 
LEVEL INPUT ON THE US SIDE. AMBASSADOR MASTERS IS SEEING 
MINISTER WIDJOJO THIS WEEK. RTG FOREIGN MINISTER UPPADIT 
EMPHASIZED THE NEED FOR INCREASED US INVESTMENT IN 
STRESSING HIS HOPE THAT "SOMETHING CONCRETE" WOULD COME 
OUT OF THE ECONOMIC DISCUSSIONS. CHARGE SUKHO SUWANSIRI 
ASSURANCES YESTERDAY NOTWITHSTANDING, UPPADIT SAID HE 
WAS LIKELY TO COME, BUT AVOIDED A FINAL COMMITMENT. 

2. US-ASEAN BUSINESS COUNCIL (LIMITED OFFICIAL USE) 

OAKLEY JOHNSON OF THE US CHAMBER OF COMMERCE REPORTS THAT 
HIS MEETING IN MANILA WITH FRED ELIZALDE, HEAD OF THE 
ASEAN CHAMBER OF COMMERCE AND INDUSTRY, WENT WELL. 
ACCORDING TO ELIZALDE, AT ITS JUNE 16 MEETING IN SINGAPORE, 

THE ASEAN CCI ENDORSED IN PRINCIPLE THEIR UNDERSTANDING 
OF THE US CHAMBER OF COMMERCE'S PROPOSAL TO ESTABLISH A 
SECRET 
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US-ASEAN BUSINESS COUNCIL AND THE ASEAN CCI SHOULD HAVE 
NO DIFFICULTY IN CONSTITUTING ITS SIDE. ELIZALDE SAID 
HE WOULD CONFIRM ASEAN CCI APPROVAL BY LETTER SHORTLY. 

THE PROPOSAL CALLS FOR A COUNCIL OF ABOUT 100 MEMBERS, 

10 FROM EACH ASEAN MEMBER CHAMBER, AND 50 FROM THE US. 

THE US CHAMBER IS CURRENTLY SOUNDING OUT US BUSINESSMEN 
WHO MAY BE INTERESTED AND WILL CONSIDER APPROVAL OF THE 
COUNCIL AT ITS NOVEMBER ANNUAL MEETING. 

JOHNSON AND ELIZALDE TENTATIVELY AGREED THAT THE INAUGURAL 
MEETING WOULD BE HELD IN MANILA DURING THE WEEK OF 
MARCH 12-16, 1979. THESE DATES WILL FIT WITH THE SEMI- 
ANNUAL MEETING OF APCAC IN TAIPEI, PLANNED FOR THE WEEKEND 
OF MARCH 10 OR 17. 

3. LITTLE PROGRESS SO FAR ON FINAL MTN PACKAGE 
(CONFIDENTIAL) 

EB REPORTS THAT WE HAD UNSATISFACTORY MEETINGS IN GENEVA 
WITH THE EC AND JAPAN IN OUR EFFORTS TO REACH A FINAL 
MTN PACKAGE. THE EC WAS NOT WILLING TO MOVE ITS POSITION 
FORWARD ON KEY ISSUES SUCH AS AGRICULTURE, TARIFF CUTS, 

CODES AND SAFEGUARDS. THE UK WAS PARTICULARLY OBDURATE 

REGARDING ITS DESIRE FOR SELECTIVE SAFEGUARDS WHICH WOULD 
PARTICULARLY BE USED AGAINST ADVANCED LDC EXPORTERS. THE 
US IS RESISTING THIS PROPOSAL. AS OF JULY 10, JAPAN WAS 
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RELUCTANT TO TABLE NEW OFFERS. AMBASSADOR STRAUSS 
ESTIMATES THAT THERE IS BETTER THAN EVEN CHANCE THAT THE 
BONN SUMMIT WILL BEGIN WITHOUT AGREEMENT AMONG THE EC. 
JAPAN AND THE US ON THE OUTLINES OF A FINAL PACKAGE WHICH 
WOULD MEAN THAT THE SUMMIT WOULD HAVE TO FOCUS ON THE 
MTN PACKAGE. 

THE STALEMATE AMONG THE BIG THREE HAS REDUCED THE URGENCY 
FOR NEGOTIATIONS WITH THE LDCS. WE ARE TELLING LDC 
SECRET 
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DELEGATIONS IN GENEVA THAT OFFERS CAN STILL BE MADE AFTER 
JULY 15 AND THAT NEGOTIATIONS WITH THEM MAY STRETCH INTO 
THE EARLY FALL. 

4. BONN SUMMIT PREPARATIONS (SECRET) 

A. US OIL PRICES: IT IS CURRENTLY UNCLEAR HOW THE 
PRESIDENT WILL HANDLE THE ISSUE OF RAISING DOMESTIC OIL 
PRICES AT THE SUMMIT. HIS DOMESTIC ADVISERS HAVE URGED 
CAUTION REGARDING MAKING ANY COMMITMENT. FOREIGN POLICY 
ADVISERS, HOWEVER, ARE PUSHING FOR A STATEMENT INDICATING 
THAT THE US WOULD RAISE DOMESTIC OIL PRICES TO INTER 
NATIONAL LEVELS BY POSSIBLY A STATED TIME SUCH AS 1980. 

SUCH A PRICE INCREASE WOULD BE TAKEN BY EXECUTIVE ACTION, 
SHOULD THE CONGRESS FAIL TO ACT ON AN ENERGY BILL IN A 
TIMELY MANNER. THE PRESIDENT WILL PROBABLY NOT DECIDE ON 
HOW TO HANDLE THIS ISSUE UNTIL HE HEARS THE COMMENTS OF 
OTHER PARTICIPANTS, SUCH AS THE FRG AND JAPAN, ON WHAT 
THEY PLAN TO DO, PARTICULARLY REGARDING CONCERTED 
ECONOMIC ACTION. 

IN A RELATED DEVELOPMENT, THE DOLE AMENDMENT TO THE 
TREASURY APPROPRIATION BILL WOULD RESTRICT THE PRESIDENT'S 
AUTHORITY TO IMPOSE DUTIES ON OIL IMPORTS. THE ADMINISTRA- 
TION PLANS TO SEEK ELIMINATION OF THIS AMENDMENT IN 
CONFERENCE OR, IF THE BILL IS PASSED, TO VETO IT. THE 
CONGRESS, PARTICULARLY THE HOUSE, IS NOT EXPECTED TO 
OVERRIDE A VETO, BUT A DETERMINED EFFORT WOULD BE NEEDED 
TO MARSHALL VOTES AGAINST AN OVERRIDE. 

B. MONETARY COOPERATION: THE EUROPEAN COUNCIL (THE NINE 
HEADS OF GOVERNMENT) DID NOT REACH AGREEMENT AT BREMEN 
ON AN EXPANDED EUROPEAN MONETARY SYSTEM. THE FRG AND 
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FRANCE DIFFERED WITH THE UK OVER SUCH A SYSTEM. FRANCE 
HAS INDICATED A WILLINGNESS TO REJOIN THE EUROPEAN 
MONETARY SNAKE IF THE UK WOULD ALSO DO SO. ITALY HAS OPTED 
OUT. THE PROPOSED SYSTEM WOULD, INTER ALIA, POOL UP TO 
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40 PERCENT OR 54 BILLION DOLLARS OF MEMBERS' FOREIGN 
EXCHANGE RESERVES TO ESTABLISH A FUND FOR MARKET 
INTERVENTIONS TO STABILIZE EXCHANGE RATES. IT WOULD ALSO 
ESTABLISH A EUROPEAN CURRENCY UNIT (A BASKET OF EC 
CURRENCIES) WHICH WOULD BE USED AS A MEANS OF SETTLEMENT 
BETWEEN EC MONETARY AUTHORITIES. PARTICIPANTS WOULD ALSO 
COORDINATE THEIR EXCHANGE RATE POLICIES VIS-A-VIS THIRD 
COUNTRIES. THE COUNCIL WILL TAKE UP THESE PROPOSALS AT 
ITS NEXT MEETING IN DECEMBER. EVEN THOUGH NO DECISION 
WAS REACHED, THESE PROPOSALS HAVE POTENTIALLY FAR 
REACHING EFFECTS AND THEY WILL LIKELY BE DISCUSSED AT 
THE SUMMIT. 

C. NORTH-SOUTH ISSUES: THE PRESIDENT TOLD JAMAICAN 
PRESIDENT MANLEY, WHO CURRENTLY IS LEADER OF THE G-77, 
THAT THE US WOULD REVIEW NORTH-SOUTH ISSUES WITH A VIEW 
TO CONSIDERING POSSIBLE WAYS OF RECONCILING DIFFERENCES 
AT THE SUMMIT. UNDER SECRETARY COOPER MET WITH THE 
JAMAICANS AND VENEZUELANS ON JULY 8-9 TO DISCUSS AREAS 
OF AGREEMENT AND DISAGREEMENT ON NORTH-SOUTH ISSUES. 

THE DISCUSSIONS RESULTED IN NO SURPRISES, BUT PROVIDED 
IDEAS OF G-77 PRIORITIES: THE COMMON FUND, DEBT RELIEF 
AND COOPERATION ON ENERGY, ESPECIALLY ESTABLISHING AN 
INTERNATIONAL ENERGY DIALOGUE. (THIS LATTER PRIORITY, 
HOWEVER, MAY NOT BE REPRESENTATIVE OF G-77 VIEWS.) 

THE JAMAICANS ADDED THAT TRADE AND AID ISSUES WERE ALSO 
VITAL. THEY OPPOSED OPEN-ENDED SELECTIVE SAFEGUARDS IN 
THE MTN. THE PRESIDENT WILL CONSIDER VARIOUS JUDGMENTS 
ON WHERE PROGRESS MIGHT BE MADE ON NORTH-SOUTH ISSUES. 
BUT, BECAUSE OF THE POTENTIAL MTN IMPASSE, THE SUMMIT 
MAY NOT HAVE TIME TO DISCUSS THESE ISSUES IN DETAIL. THE 
SECRET 
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G-77, ACCORDING TO MANLEY, WANTS TO DRAW THE SOCIALIST 
COUNTRIES ACTIVELY INTO THE NORTH-SOUTH DIALOGUE. AS A 
RESULT, THE SUMMIT MAY CALL FOR CLOSER EAST- WEST 
COOPERATION ON NORTH-SOUTH ISSUES. 

5. GSP (LIMITED OFFICIAL USE) 

THE DEADLINE FOR THIS YEAR'S PETITIONS TO ADD ITEMS TO 
THE GSP LIST IS JULY 18. SINGAPORE, THAILAND AND 
THE PHILIPPINES SUBMITTED PETITIONS LAST YEAR. AT LEAST 
SINGAPORE AND THE PHILIPPINES STATED THEIR INTENT TO DO 
SO AGAIN THIS YEAR, BUT SO FAR MALAYSIA IS THE ONLY EA 
COUNTRY TO TURN IN A REQUEST. MALAYSIA'S REQUEST, WHICH 
INCLUDES A NUMBER OF INELIGIBLE ITEMS AND LACKS 
STATISTICAL BACKING, HAD TO BE RETURNED. IF TIME 
PERMITS, THE MALAYSIANS PLAN TO SUBMIT A MODIFIED 
REQUEST. 
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6. MEAT QUOTAS (LIMITED OFFICIAL USE) 

PANAMA, MEXICO AND THE DOMINICAN REPUBLIC HAVE NOTIFIED 
US OF THEIR EXPECTED SHORTFALLS IN MEAT EXPORTS TO THE 
US UNDER THE VOLUNTARY RESTRAINT AGREEMENT AND THE 
ADDITIONAL QUOTA. MOST OF THE SHORTFALL WILL BE ADDED 
TO AUSTRALIA AND NEW ZEALAND QUOTAS. HOWEVER, BECAUSE 
OF DOMESTIC POLITICAL CONSIDERATIONS, REDISTRIBUTION OF 
QUOTAS WILL LIKELY BE DELAYED UNTIL SEPTEMBER. 

7. TIN (LIMITED OFFICIAL USE) 

THE ITC IS MEETING IN LONDON FROM JULY 1 1-14 WHERE THE 
MAIN TOPIC IS THE LEVEL OF THE FLOOR AND CEILING PRICES 
SECRET 
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FOR TIN. PRIOR TO THE MEETING, A DELEGATION FROM THE 
PRODUCING COUNTRIES IN THE INTERNATIONAL TIN COUNCIL (ITC) 
CALLED ON ASSISTANT SECRETARY KATZ AND OTHER ADMINISTRA 
TION OFFICIALS ON JUNE 29-30. THE PRODUCERS, WHICH 
INCLUDE THAILAND, MALAYSIA, INDONESIA AND AUSTRALIA, 
PRESENTED A MEMORANDUM WHICH REVIEWED TIN PRODUCTION, 
CONSUMPTION AND PRICES, POINTED OUT THE DAMAGE THAT GSA 
DISPOSALS COULD CAUSE THE TIN PRODUCTION INDUSTRY AND 
HELD THAT PRODUCERS' VIEWS SHOULD BE TAKEN INTO ACCOUNT 
PRIOR TO THE PASSAGE OF DISPOSAL LEGISLATION. 

8. INTERNATIONAL AGREEMENT ON ILLICIT PAYMENTS 
(CONFIDENTIAL) 

BASED ON PROGRESS AT THE JUNE 26-30 WORKING GROUP ON 
CORRUPT PRACTICES, THE US IS PUSHING HARD FOR AN ECOSOC 
DECISION LATE THIS MONTH TO SCHEDULE A DIPLOMATIC 
CONFERENCE AT A DEFINITE DATE IN LATE 1979 OR EARLY 1980 
TO CONCLUDE AN INTERNATIONAL AGREEMENT. SEVERAL 
INDUSTRIAL COUNTRIES, LED BY THE FRG AND UK, HOWEVER, 

ARE RELUCTANT TO SCHEDULE A CONFERENCE AND A DECISION TO 
DO SO IS NOT YET ASSURED. PROSPECTS FOR AN INTERNATIONAL 
AGREEMENT APPEAR BRIGHTENED, HOWEVER, BECAUSE OF ACTIVE 
G-77 PARTICIPATION IN SUBSTANTIVE DISCUSSIONS AT THE 
JUNE MEETING, AND G-77 WILLINGNESS TO DEFER TEMPORARILY 
CONSIDERATION OF ITS PROPOSALS REGARDING "ILLEGAL 
MINORITY REGIMES IN SOUTHERN AFRICA". 

9. ADVANCED INFORMATION ON IFI PROJECTS 
(LIMITED OFFICIAL USE) 

USADB SUGGESTS THAT WE SHOULD NOT USE THE BANK'S MONTHLY 
OPERATIONAL REPORT AS THE BASIS FOR SEEKING ADVANCE 
INFORMATION ON PROJECT PROPOSALS FOR HUMAN RIGHTS 
CONSIDERATIONS. THE BOARD HAS ENCOURAGED THE BANK TO 
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COME FORWARD AS EARLY AS POSSIBLE WITH IDEAS FOR PROJECTS. 
REQUESTING DETAILS OF PERLIMINARY PROJECT PROPOSALS MAY 
INHIBIT OPEN DISCLOSURE OF BANK PLANS. AS AN ALTERNATIVE, 
USADB SUGGESTS THAT DEPARTMENT RELY ON USADB REPORTS OF 
PROJECTS WHICH ARE GENERALLY TRANSMITTED TO WASHINGTON 
4-6 WEEKS PRIOR TO GENERAL PUBLICATION ON PROJECT 
PROPOSALS. THE ADB TRANSMITS ITS PROJECT PROPOSALS TO THE 
BOARD WELL IN ADVANCE OF BOARD CONSIDERATION OF THE LOAN. 
USADB, IN TURN, CABLES A SUMMARY OF THE PROPOSALS SO THAT 
WE GENERALLY HAVE ADEQUATE LEAD TIME TO ANALYZE ALL ASPECTS 
OF THE LOAN. THIS IS NOT THE CASE FOR THE IBRD, HOLEVER, 

WHICH DOES NOT CIRCULATE ITS LOAN PROPOSAL UNTIL TEN DAYS 
PRIOR TO THE DATE THE BOARD IS SCHEDULED TO DISCUSS IT. 

10. ADB PROPOSES NO INCREASE IN ITS LENDING RATE 
(LIMITED OFFICIAL USE) 

ADB MANAGEMENT HAS RECOMMENDED TO ITS BOARD THAT IT 
MAINTAIN ITS CURRENT LENDING RATE OF 7.70 PERCENT FOR THE 
SECOND HALF OF 1978 EVEN THOUGH THE IBRD HAS RAISED ITS 
RATE. THE BANK HAS GENERALLY KEPT ITS RATE ABOVE THAT 
OF THE IBRD AND HAS TENDED TO RELY ON THE WORLD BANK TO 
SET IFI LENDING RATES. THE ADB NOW PROPOSES TO BASE ITS 
RATE ON ITS OWN INTERNAL FINANCIAL INDICATORS AND 
BORROWING COSTS. THE BANK HAS SO FAR BEEN ABLE TO BORROW 
THIS YEAR RELATIVELY CHEAPLY IN JAPAN AND SWITZERLAND 
AT INTEREST RATES OF ONLY 6.3 AND 4.25 PERCENT RESPECTIVE- 
LY. THE BANK NO LONGER NEEDS TO PAY A PREMIUM OVER THE 
IBRD IN THOSE MARKETS AND CONSEQUENTLY SEES NO NEED TO 
RAISE ITS RATES. IN ADDITION, THE PROPOSAL IS ANOTHER 
INDICATION OF THE BANK ASSERTING ITS INDEPENDENCE. 

11. JAPANESE PLANS TO UNTIE AID (LIMITED OFFICIAL USE) 

SECRET 
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IN A RECENT LETTER TO ERLAND HEGINBOTHAM MITI DEPUTY 
DIRECTOR GENERAL HANAOKA SAYS UNTIED GOJ AID SHOULD 
INCREASE SIXFOLD THIS FISCAL YEAR COMPARED TO LAST YEAR. 

TOTAL UNTIED AID COMMITMENTS SHOULD REACH ABOUT 24 BILLION 
YEN IN FY 1978. HANAOKA ESTIMATES THAT GOJ UNTIED AID 
WILL AMOUNT TO NEARLY 50 PERCENT OF TOTAL DIRECT GOVERN- 
MENT AID THIS YEAR COMPARED TO 1 1 PERCENT LAST YEAR. 

HANAOKA LISTS 14 AID PROJECTS WHICH HAVE BEEN UNTIED 
SINCE FEBRUARY. WE ARE CURRENTLY EXPLORING WITH ALL EA 
POSTS WAYS TO IMPROVE OUR EARLY ALERT PROCEDURES IN ORDER 
TO STIMULATE US BUSINESS INTEREST IN THESE AND OTHER 
PROCUREMENT OPPORUNITIES. WE HOPE TO ENCOURAGE US 
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BUSINESS TO TAKE ADVANTAGE OF THESE OPPORTUNITIES. 

12. US AVIATION POLICY (LIMITED OFFICIAL USE) 

UNDER SECRETARY COOPER AND EB DISCUSSED AT A RECENT STAFF 
MEETING THE NEW US APPROACH TOWARD CIVIL AVIATION AGREE- 
MENTS. THE US IS ENDEAVORING TO PROMOTE COMPETITION AND 
THEREBY ENCOURAGE HIGHER PASSENGER VOLUME AND LOWER FARES 
SO AS TO SERVE CONSUMER INTERESTS. THE CIVIL AERONAUTICS 
BOARD MAY DECIDE TO WITHDRAW THE IMMUNITY OF IATA FARE 
ARRANGEMENTS FROM ANTI TRUST PROSECUTION. SUCH AN ACTION 
WOULD FURTHER ENCOURAGE COMPETITION. THE US IS INSERTING 
THIS POLICY INTO ITS BILATERAL AVIATION AGREEMENTS. THE 
US, HOWEVER, IS FLEXIBLE IN RENEGOTIATING THESE AGREEMENTS. 
MANY COUNTRIES FEAR THAT LOW AIR FARES WILL RESULT IN 
REVENUE LOSSES FOR NATIONAL AIRLINES. ON THE OTHER HAND, 

THEY ARE ATTRACTED TO THE POSSIBILITY OF OBTAINING NEW US 
ROUTE RIGHTS. PACIFIC RATES CONTINUE TO BE HIGH. AND THE 
GOJ IS RELUCTANT TO LOWER RATES ON A RECIPROCAL BASIS. 

THE US IS CONSIDERING LINKING THIS ISSUE TO OTHER 
BILATERAL ECONOMIC ISSUES. THE JAPANESE HAVE ENJOYED 
SUCCESS IN MASS MARKETING THEIR PRODUCTS IN THE US; 

WE BELIEVE THAT THEY SHOULD TAKE A SIMILAR APPROACH ON 
SECRET 
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AIR TRAVEL. IF THE GOJ CONTINUES TO REFUSE TO CHANGE ITS 
BILATERAL AGREEMENT, WE MAY TRY TO BYPASS JAPAN BY 
ESTABLISHING OTHER ROUTES FOR REDUCED FARES. 

CHRISTOPHER 

SECRET 


« END OF DOCUMENT » 
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